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In late July, Ana Lucia Armijos the head of Ecuador's Monetary Control Board (Junta Monetaria)
released a detailed report on the results of recent negotiations with the Paris Club of creditor
governments to restructure payments on the country's US$1.179 billion bilateral debt. In late June,
Armijos led a team of government negotiators in a round of meetings with the Paris Club in France
and Germany. At those meetings, the government received approval to postpone and restructure
payments on about US$390 million in principal and interest that was scheduled to come due in 1994
and 1995.
Ecuador has outstanding debts with ten Paris Club members. The single largest creditor is Italy,
which accounts for US$309 million, or 26% of the bilateral debt; followed by Israel with US$204
million; Japan with US$196 million; France with US$112 million; and the US with US$105 million.
The remaining US$253 million is distributed among the United Kingdom, Germany, Norway,
Canada, and Spain. According to Armijos, the Paris Club granted a generous 15-year extension on
repayment of US$370 million of the bilateral debt, which would otherwise have come due before the
end of 1995.
In addition, the government was given a 13-year grace period before even being required to make
the first payments on that portion of the debt. Of the remaining US$70 million that the government
renegotiated in June, Ecuador agreed to pay off 50% before the end of 1994, with the remaining US
$35 million to be paid in three installments in 1995, in January, April, and July. The government now
plans to begin individual negotiations with each member of the Paris Club to restructure payments
on the remaining US$789 million in bilateral debt. In those negotiations, the government plans to
request that some of the countries particularly Germany, France, and the United Kingdom pardon
part or all of Ecuador's debts. Those three countries together account for US$268 million, or 34% of
the US$789 million in debt still pending renegotiation.
In prior individual agreements reached with Switzerland, Belgium, and Denmark since last year,
the government managed to negotiate special accords to reduce the bilateral debt in exchange for
a government commitment to rechannel the remainder owed into environmental protection and
anti-poverty programs. The government hopes to use those previous accords as a model for similar
deals with the other Paris Club members. According to Armijos, firm backing from the International
Monetary Fund (IMF) and the World Bank greatly facilitated the agreement reached in June, and
the government expects the support of those institutions in individual negotiations with Paris Club
members.
Representatives of both the World Bank and the IMF attended the last round of negotiations,
where they provided the Paris Club delegates an overview of the government's fiscal and monetary
achievements since August 1992, when President Sixto Duran Ballen's administration took office.
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The Duran government which launched a strict austerity program in 1992 signed a new letter of
intent with the IMF last March that commits the government to limit the fiscal deficit to just 0.5%
of GDP this year, thereby cutting inflation to below 20% by year-end 1994. Firm IMF backing also
permitted the government to successfully renegotiate Ecuador's foreign commercial debt last May,
when the Duran administration signed a landmark accord that is expected to lead to a 45% reduction
in the principal owed to some 400 foreign commercial banks. The government owes a total of US$7.6
billion to commercial creditors, about US$4.5 billion of which is principal and the rest is interest.
Under the May accord, which was agreed on in principle by a special negotiating committee
headed by Chase Manhattan Bank, all commercial creditors will be asked to swap the principal
amount of their loans to Ecuador for either "discount bonds" or "par bonds." Both bonds are dollardenominated and are backed up by 30-year US Treasury Bonds as collateral. The discount bonds
will be exchanged for existing loans at a discount of 45% on the face value of the debt. In contrast,
the par bonds are swapped at full face value, but they carry substantial discounts on the interest
rates, which will range from 3% to 5%. The banks will be asked to choose between the two bonds
in a round of meetings scheduled for September, at which time all 400 creditors will be expected to
provide their final stamp of approval for the accord.
According to Armijos, to facilitate the agreement with commercial creditors, in May the government
agreed to pay back US$75 million of its principal in arrears in three installments before November
1994, plus another US$5 million each month throughout 1994 and 1995. The first US$25 million
installment was paid in May, and Armijos says the second payment will be made by the end of
July. Armijos says the country's ample foreign reserves will allow it to meet all its commitments to
the commercial creditors and the Paris Club members during 1994 and 1995. In June, the Central
Bank reported US$1.446 billion in foreign reserves, a slight decline from the US$1.471 billion in
reserves reported at the end of April since the Central Bank withdrew some reserves to meet its debt
obligations. The country's total foreign reserves have grown by more than 600% compared to the US
$200 million in reserves held by the Central Bank when the Duran administration took office.
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